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ENGROSSED SUBSTI TUTE HOUSE BI LL 2197

AS AMENDED BY THE SENATE
Passed Legislature - 2012 Regul ar Sessi on

State of WAshi ngton 62nd Legi sl ature 2012 Regul ar Session

By House Judiciary (originally sponsored by Representatives
Peder sen, Rodne, and Eddy; by request of UniformLaws Conm ssion)

READ FI RST TI ME 01/ 25/ 12.

AN ACT Rel ating to the Uniform Commercial Code; anmendi ng RCW 62A. 1-
101, 62A. 1-102, 62A 1-103, 62A.1-104, 62A. 1-105, 62A. 1-106, 62A 1-107,
62A. 1-108, 62A. 1-201, 62A.1-202, 62A 1-203, 62A 1-204, ©62A 1-205,
62A. 1- 206, 62A.7-101, 62A.7-102, 62A 7-103, 62A 7-104, ©62A 7-105,
62A. 7- 201, 62A.7-202, 62A.7-203, 62A 7-204, 62A 7-205, 62A 7-206,
62A. 7- 207, 62A.7-208, 62A.7-209, 62A 7-210, 62A 7-301, 62A 7-302,
62A. 7- 303, 62A.7-304, 62A.7-305, 62A 7-307, 62A. 7-308, 62A 7-309,
62A. 7-401, 62A.7-402, 62A.7-403, 62A 7-404, 62A 7-501, 62A 7-502,
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62A. 7-503, 62A 7-504, 62A 7-505, 62A. 7-506, 62A.7-507, 62A. 7-508,
62A. 7-509, 62A 7-601, 62A 7-602, 62A. 7-603, 62A 2-103, 62A. 2-104,
62A. 2-202, 62A 2-310, 62A 2-323, 62A 2-401, 62A 2-503, 62A. 2-505,
62A. 2-506, 62A.2-509, 62A 2-605, 62A 2-705, 62A 2A-103, 62A 2A-103,
62A. 2A- 501, 62A. 2A-514, 62A 2A-518, 62A. 2A-519, 62A. 2A-526, 62A 2A-527
62A. 2A- 528, 62A.3-103, 62A 4-104, 62A 4-210, 62A. 4A-105, 62A 4A-106,
62A. 4A- 204, 62A.5-103, 62A.8-102, 62A 8-103, 62A. 8-103, 62A 9A-102,
62A. 9A- 102, 62A. 9A-203, 62A. 9A-207, 62A. 9A-208, 62A. 9A-301, 62A. 9A- 310,
62A. 9A- 310, 62A. 9A-312, 62A 9A-313, 62A. 9A-313, 62A. 9A-314, 62A 9A-317
62A. 9A- 317, 62A. 9A-338, 62A. 9A-338, 62A 9A-601, 62A. 9A-601, 62A. 5-102,
62A. 5-104, 62A 5-106, 62A 5-107, 62A. 5-108, 62A 5-109, 62A. 5-110,
62A.5-111, 62A 5-112, 62A 5-113, 62A 5-114, 62A 5-116, 62A. 5-117,

62A.

5-118, 62A. 2-512,

and 62A.9A-107; adding new sections to chapter
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62A.1 RCW adding a new section to chapter 62A. 7 RCW creating new
sections; repealing RCW 62A. 1-109, 62A. 1-207, 62A 1-208, 62A. 2-208,

62A. 2A- 207, and 62A.10-104; repealing 2011 ¢ 74 s 801; providing an
effective date; and providing an expiration date.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

PART |
AMENDMENTS TO UNI FORM COMMERCI AL CCDE ARTI CLE 1

Sec. 101. RCW 62A.1-101 and 1965 ex.s. ¢ 157 s 1-101 are each
anended to read as foll ows:

SHORT TITLES. (a) This title ((shalH—beknrownr—and)) may be cited
as the Uni form Comrerci al Code.

(b) This Article may be cited as Uniform Commerci al Code- - Gener al
Provi si ons.

Sec. 102. RCW 62A. 1-102 and 1965 ex.s. ¢ 157 s 1-102 are each
anmended to read as foll ows:

by —to—permt—the—continued —expansion—of—comrereial-—practices
e I P he | I . Curicdiot _
£33y —TFhe—etteet —ot —provistons—of —thts—Ttle—npy—be—varted —by
’ I .  ded_i hi o I I
the—oblgattons—of—good —faith-—diHtgenece——reasonableness—and —eare
part-es — ey — by — agreenent — determne — the — standards — by —whteh — the
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that—the—effeet—of—other—provistons—may—not—be—varted—by—agreenent
under subsection (3).
5 hi o | I I : .
tayr—words—in—the—singu-ar—nurber—tnelude—the—plural—and—+n—the
| L i nelude td . Lar:
br—werds—ef-—the—maseuHne—gender—inelude—the—femnine—and—the
refer—to—any—gender—)) This Article applies to a transaction to the
extent that it is governed by another article of this title.

Sec. 103. RCW 62A.1-103 and 1965 ex.s. ¢ 157 s 1-103 are each
anmended to read as foll ows:

( ( SUPPLENENTARY — GENERAL — PRENCGHPLES — OF — LAW— APPHICABLE-) )
CONSTRUCTI ON_ OF_ UNI FORM COWIVERCI AL CODE_TO PROVOTE_ | TS PURPOSES_AND
POLICIES; APPLICABILITY OF SUPPLEMENTAL PRINCIPLES OF LAW (&) This
title nmust be liberally construed and applied to pronote its underlying
pur poses and policies, which are:

(1) To_sinplify, clarify, and_nodernize_ the_ |aw__governing
commercial transactions;

(2) To pernmt the continued expansion of comercial practices
t hrough custom usage, and agreenent of the parties; and

(3) To nake uniformthe | aw anong the various jurisdictions.

(b) Unless displaced by the particular provisions of this title,
the principles of law and equity, including the |Iaw nerchant and the
law relative to capacity to contract, principal and agent, estoppel
fraud, m srepresentation, duress, coercion, m stake, bankruptcy, ((er))
and other validating or invalidating cause ((shath)) supplenent its
provi si ons.

Sec. 104. RCW 62A.1-104 and 1965 ex.s. ¢ 157 s 1-104 are each
anmended to read as foll ows:

CONSTRUCTI ON AGAI NST ( (HMPHHGHF)) | MPLIED REPEAL. This title being
a general act intended as a unified coverage of its subject matter, no
part of it shall be deened to be inpliedly repealed by subsequent
| egislation if such construction can reasonably be avoi ded.

Sec. 105. RCWG62A.1-105 and 2001 ¢ 32 s 8 are each anended to read
as foll ows:

p. 3 ESHB 2197. SL
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( { FTERRFFORHAL-APPH-CATHON—OF— THE-THFLE- —PARH-ES— RPOVER-TO-CHOOSE
APPLIGABLELAW-) ) SEVERABI LITY. (({BH—Except—as—provi-ded-hereafter—in
Hi-s—section-—when—atransaction—bears—a reasonable—relation—tothis
state—and—also—to—anether—state—or—nation—the parties—pay—agree—that
tHhe—taw—etther—of—this-—state—or—of —suech—other—state —or—natton——shakt
govern—thet+—rghts—and—duties—Fat-Hnrg—such—agreerent—this—FH-tte

L . I . . Lati hi _

Law — governing — perfeetion- — the — effeet — of — perfeetton — or
: on. oy o : : : I eul I
H-enrs—ROW62A-9A- 301 through-62A-9A-307-)) |f any provision or clause

of this title or its application to any person or circunstance is held
invalid, the invalidity does not affect other provisions or
applications_of this_title which can_ be given_ effect wthout the
invalid provision or application, and to this end the provisions of
this title are severable.

Sec. 106. RCW 62A.1-106 and 1965 ex.s. ¢ 157 s 1-106 are each
anended to read as foll ows:

( ( REMEDHES—TFO—BE—LIBERALLY—ADM-NFSTERED-) ) USE_ OF S| NGULAR__AND
PLURAL; GENDER  ((3H—Fhe—renedies—provided—by—this—TFitle shall—be
iy ] i | I oy I . I be_put
Hr—as—geod—a—posttion—as—i—the—other—party—had fuly—
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H-mtedeffeet—)) In this title, unless the statutory context otherw se
requires:

(1) Wrds in the singular nunber include the plural, and those in
the plural include the singular; and

(2) Words of any gender also refer to any other gender.

Sec. 107. RCWG62A. 1-107 and 1965 ex.s. ¢ 157 s 1-107. Cf. forner
RCW secti ons: (1) RCW 62.01.119(3) are each anended to read as
fol |l ows:

{ (VARVER—OR—RENUNCHATHON—OF — CLAHM- OR—RE-GHF —AFTFER—BREACH-) ) SECTI ON

CAPTI ONS.  ( ( Apy—elatr-mor—+ght—art+sthgeut—ot—an-alleged-breach—canbe

di-seharged—in—whole—or—in—part—wthout—consi-deration—by—a—witten
. o . I | deli L I . I )

Section captions are part of this title.

Sec. 108. RCW 62A.1-108 and 1965 ex.s. ¢ 157 s 1-108 are each
anended to read as foll ows:

(( SEVERABHATY--)) RELATION TO ELECTRONI C_SI GNATURES I N G_OBAL AND
NATI ONAL COMVERCE ACT. ( (H—any—provisionor—eclauseof thisFtle or
appH-eation—thereof—to—any—person—or—ecireunstances—s—held—invald;-

h i i hall ¢ I o L . of

I o hi ol I . ¢ o he i Lid .
L on. I hi L . .t hi L el I
to—be—severable-)) Except as provided in this section, this Article

nmodifies, limts, and supersedes the federal electronic signatures in
gl obal and national commerce act, 15 U.S.C. Sec. 7001 et seq., except
that nothing in this Article nodifies, limts, or supersedes section

7001(c) of that act, and nothing in this section either authorizes or
prohibits electronic _delivery of any of the_ notices described in
section 7003(b) of that act. This section does not nodify, limt, or
supersede application_of the federal electronic signatures in_gl oba

and national comerce act, 15 U . S.C. Sec. 7001 et seq., to transactions
governed by Article 2 or 2A of this title.

Sec. 109. RCWG62A.1-201 and 2001 ¢ 32 s 9 are each anended to read
as foll ows:

p. 5 ESHB 2197. SL
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GENERAL DEFINITIONS. (a) Unless the context otherw se requires,
words or phrases defined in this section, or in_ the additiona
definitions contained in other articles of this title that apply to
particular articles or parts thereof, have the neani ngs st ated.

(b) Subject to ((addit+enal)) definitions contained in ((the
subsequent)) other articles of this title ((whiech—are—apptecable—teoe
speetfie)) that apply to particular articles or parts thereof ((—and
tH-ess—the—context—otherw-se—regres—nthis—TFi-te) ) -

(1) "Action," in the sense of a judicial proceeding, includes
recoupnent, counterclaim set-off, suit in equity, and any other
proceedi ng((s)) in which rights are determ ned.

(2) "Aggrieved party" neans a party entitled to ((resert—to))
pursue a renedy.

(3) "Agreement," as_distinguished_from "contract," neans the
bargain of the parties in fact, as found in their |anguage or ((by
HpHeatioen)) inferred from other circunmstances, including course of
performance, course_of dealing, or wusage of trade ((er—eourse—of

performance)) as provided in ((t+hs—Ftle(REW-62A1-205—ROAN-62A2—

. I . Ly I - ¢ ¢ hi e it Licable: I :
by—thetaw-oefcontracts—{(ROWM-62A-1-103))) RCW62A.1-303. (({Corpare
“Contract'—)))

(4) "Bank"™ nmeans ((any)) a person engaged in the business of
banki ng and_includes a_savings_bank, savings_and_ | oan_association,
credit union, and trust conpany.

(5) "Bearer" neans ((t+he)) a_person in _control of a neqgotiable
el ectronic_docunent of title or_ a person in possession of ((ar)) a
negotiable instrunent, negotiable tangible document of title, or
certificated security that is payable to bearer or indorsed in bl ank.

(6) "Bill of lading" nmeans a docunent of title evidencing the
recei pt of goods for shipnent issued by a person engaged in the
busi ness of directly or indirectly transporting or forwardi ng goods((+
and—nehudes—an—atrb-H— A bHH-neans —a—docurent—serving—for—atk+
Hansportatbon —as —a — b — of — Lading — does — For — martne — o — rat

o . . . . ; rvaybith)) .
The termdoes not include a warehouse receipt.

(7) "Branch" includes a separately incorporated foreign branch of

a bank.

ESHB 2197. SL p. 6
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(8) "Burden of establishing"” a fact neans the burden of persuadi ng
the trier((s)) of fact that the existence of the fact is nore probable
t han its nonexi stence.

(9) "Buyer in ordinary course of business" neans a person that buys
goods in good faith, wthout know edge that the sale violates the
rights of another person in the goods, and in the ordinary course from
a person, other than a pawnbroker, in the business of selling goods of
that kind. A person buys goods in the ordinary course if the sale to
t he person conports with the usual or customary practices in the kind
of business in which the seller is engaged or with the seller's own
usual or customary practices. A person that sells oil, gas, or other
mnerals at the wellhead or m nehead is a person in the business of
selling goods of that kind. A buyer in ordinary course of business may
buy for cash, by exchange of other property, or on secured or unsecured
credit, and may acquire goods or docunents of title under a ((pre—
existing)) preexisting contract for sale. Only a buyer that takes
possession of the goods or has a right to recover the goods from the
seller under Article ((62A2REW) 2 of this title my be a buyer in
ordinary course of business. "Buyer in_ordinary course of business"
does not include a person that acquires goods in a transfer in bulk or
as security for or in total or partial satisfaction of a noney debt
((is not-a buyer in ordinary course of- business)).

(10) "Conspicuous,"((+)) wth reference to a term ((er—elause—+s
conspieHous—whenr—++—+s)), neans so witten, displayed, or_ presented
that a reasonabl e person against ((when)) which it is to operate ought
to have noticed it. ((A printed heading in capitals (as:  NON
NEGOTI ABLE Bl LL OF LADING) s conspicuous. Language in the body of a
: o . " f it e i I .
color.  But in a telegramany stated termis "conspicuous”".)) Whether
a term ((er—elause)) is "conspicuous" or not is ((fer)) a decision
((by)) for the court. Conspicuous terns include the follow ng:

(A) A heading in_capitals equal to or_ greater in_size than_the
surrounding text, or in_contrasting type, font, or color to the
surrounding text of the sanme or | esser size; and

(B) Language in the body of a record or display in |larger type than
the surrounding text, or in contrasting type, font, or color to the
surrounding text of the sanme size, or set off from surrounding text of

p. 7 ESHB 2197. SL



© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDNNMNDNMNMNMNMNNMNPPRPPRPPRPPRPERPEPRPPRPPREPE
N o oA WNEFE OO 0o N0 WDNPE OO oo N O M wWwDNNEe o

the sane size by synbols or_ other marks that call attention to_ the
| anguage.

(11) "Consuner" neans an individual who enters into a transaction
primarily for personal, famly, or househol d purposes.

(12) "Contract," as distingquished from"agreenent," neans the total
| egal obligation ((whieh)) that results fromthe parties' agreenent as
((affeeted)) determined by this title ((and)) as suppl enented by any
other applicable ((rhes—-of)) laws. (({Conpare—Agreerent"—)

£21)) (13) "Creditor" includes a general creditor, a secured
creditor, a lien creditor, and any representative of «creditors,
including an assignee for the benefit of creditors, a trustee in
bankruptcy, a receiver in equity, and an executor or adm nistrator of
an insolvent debtor's or assignor's estate.

((63y)) (14) "Defendant"™ includes a person in the position of
defendant in a ((eress—aetton—eo+)) counterclaim_cross-claim or third-
party claim

((24))) (15) "Delivery," with respect to an el ectroni c docunent of
title nmeans voluntary transfer of control and with respect to an
instrunment((s)), a tangible docunent((s)) of title, or chattel paper,
( (eF—eertiftiecated-seeurt+ties)) neans voluntary transfer of possession.

((£35))) (16) "Docunent of title" ((ineludes—biHH—oftading——dock
war-ait—dock—recerpt—warehouse—recetpt—or—order—for—the—delvery—of
goods—and—al se—any—other—docurent—whieh)) neans a record (i) that in
the regular course of business or financing is treated as adequately
evidencing that the person in possession or_control of ((+)) the
record is entitled to receive, control, hold, and dispose of the
((deeurrent)) record and the goods ((++)) the record covers((—Fo—be—a

and (ii) that purports to be issued by or addressed to a bailee and to

cover goods in the bailee's possession which are either identified or
are fungible portions of an identified nmass. The termincludes a bil

of lading, transport docunent, dock warrant, dock receipt, warehouse
receipt, and order for delivery of goods. An electronic_docunent of
title neans a docunent of title evidenced by a record consisting of
information stored in an electronic _nedium A tangible docunent of

ESHB 2197. SL p. 8
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title neans a docunent of title evidenced by a record consisting of
information that is inscribed on a tangible nedi um

((38y)) (17) "Fault"™ nmeans a default, breach, or wongful act((;))
or om ssion ((er—breach)).

((6+H)) (18) "Fungible goods" ((wth—respeet—to—goods—or
seedtrt+es)) nmeans.

(A) Goods ((er—seeur+tt+es)) of which any unit ((+s)), by nature or
usage of trade, is the equivalent of any other like unit((-)); _or

(B) Goods ((wheh—arenot—tungtble—shalthe deenedftungir-bletor—the

purposes—ofthis—Ftletothe—extent)) that ((unrder—apartieular)) by
agreenent ((er—decurent—untikeunits)) are treated as equivalent((s)).

((8))) (19) "Genuine" nmeans free of forgery or counterfeiting.

((299)) (20) "Good faith," except as otherw se provided in Article
5 of this title, nmeans honesty in fact ((+hrthe——conduct—ortransaction
concerned)) and the observance of reasonable_ commercial standards of
fair dealing.

((£26))) (21) "Holder" with respect to a negotiable instrunent,
neans:_

(A) The person in possession ((H—the)) of a neqgotiable instrunent
that is payable either to bearer or((—~A—the—ecaseof—anr—+hstrurent
payableto—anidentified person—++the)) to an identified person that
is the person i n possessi on((—Helder—wthrespeet—+0)),

(B) The person in possession_of a negotiable tangible docunent of
title ((means—theperseninpossession)) Iif the goods are deliverable
either to bearer or to the order of the person in possession; or

(C) The person in control of a negotiable_ electronic docunent of
title.

the credit.))

(22) "lInsolvency proceeding((s))" includes ((amy)) an assignnment
for the benefit of creditors or other proceeding((s)) intended to
[iquidate or rehabilitate the estate of the person invol ved.

(23) ((A—persoen+s)) "lnsolvent" ((whe—erther—has)) neans:

(A) Having generally ceased to pay ((his—er—her)) debts in the

ordinary course of business ((er—eannet)) other than as a result of
bona fide dispute;

p. 9 ESHB 2197. SL
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(B) Being unable to pay ((h+s—er—her)) debts as they becone due,_ or
((+s))

(G _Being insolvent wthin the neaning of ((the)) federal
bankruptcy | aw.

(24) "Money" nmeans a nedium of exchange currently authorized or
adopt ed by a donestic or foreign governnent ((and)). The termi ncl udes

a nonetary wunit of account established by an intergovernnental
organi zati on or by agreenment between two or nore ((Rat+ehS)) countries.

(25) ({(Apersonhas—notiece—ol—afact—when

£26—A—persen—"hotti+es—eor—"ghves'—a—neottece—ar—npottecatton—to
another—by—taking—such—steps—as—may—be—reasonably—regutred—to—inform
Phe—ePhe#—+ﬂ—e%d+aa#y—eea%se—mhe%he#—e%—ﬂe%—saeh—e%he#—ae%ua##y—eeﬁes

27 e L od . vy . . w
. . . ¢ . : eul . : he time
I e I I . .t he i ndividual | . that
Hransact-on—and —+n—any—event —from-the—tre —when—H—woubd —have—been
brought to his or her attention if the organization had exercised due
ditigence. An organization exercises due diligence if it maintains
reasonable—rouvtnes—for—ecommi-catbng—stgni-H-cant— il ormat-on—to—the
person—conductng —the— transacti-on—and —there—+s—reasonable —conpliance

ESHB 2197. SL p. 10
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Ll ¢ L] he_inf on.

£28))) "Organization" ((inreludes—a—ecorporation-—governrent—or
governrental-—subdi-vi-st-on—or—ageney;——business —trust-—estate—trusts-
partnership—oer—association—two—or—npre—persons—havi-hg—a—fotnt-—or
comphr—tnerest——or—any—other—legal—or —comreretal—enti-y) ) neans a
person other than an individual

((299)) (26) "Party,"((;)) as ((e+st+net)) distinguished from
"third party,"((5)) neans a person ((whe)) that has engaged in a
transaction or made an agreenent ((wthin)) subject tothis title.

((36y)) (27) "Person" ((+neludes)) neans an individual ((er—an

organi zation { See RCW6H2A. 1-102) .

32))), corporation, business trust, estate, trust, partnership,

limted liability conpany, association, joint venture, governnent,

governnental  subdivision, @ agency, or __instrunentality,  public
corporation, or any other |legal or commercial entity.

(28) "Present value" neans the anmpunt as_of a date certain of one
or nore suns payable in the future, discounted to the date certain by
use of either an interest rate specified by the parties if that rate is
not manifestly unreasonable at the tine the transaction is entered into
or, if an interest rate is not so specified, a commercially reasonable
rate that takes into account the facts and circunstances at the tine
the transaction is entered into.

(29) "Purchase" ((+neludes)) neans taking by sale, | ease, discount,
negoti ation, nortgage, pledge, lien, security interest, issue or ((+e—
Fssue)) reissue, gift, or any other voluntary transaction creating an
interest in property.

((33)y)) (30) "Purchaser" neans a person ((whe)) that takes by
pur chase.

((34)r)) (31) "Record" neans_information that is inscribed on_a
tangi ble nediumor that is stored in an electronic or other nedium and
is retrievable in perceivable form

(32) "Renedy" neans any renedial right to which an aggrieved party
is entitled wwth or without resort to a tribunal.

p. 11 ESHB 2197. SL
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((35)1)) (33) "Representative" ((+neludes)) neans__a_ person
enpowered_to_act for_ another, including an agent, an officer of a
corporation or association, and a trustee, executor, or adm nistrator
of an estate((, or-any other person enpowered to act-for another)).

((636))) (34) "Right((s))" includes ((reredies)) renedy.
((63AH)) (35) "Security interest"” neans an interest in personal

property or fixtures which secures paynment or performance of an
obligation((, except for lease-purchase agreenents under chapter 63.19
ROAM—TFhetermalse)). "Security interest” includes any interest of a
consi gnor and a buyer of accounts, chattel paper, a paynent intangible,
or a promi ssory note in a transaction that is subject to Article 9A of
this title. "Security interest"” does not include the special property
interest of a buyer of goods on identification of ((sueh)) those goods
to a contract for sale under RCW 62A 2-401 ((+s—net—a—"seecurity
Faterest™)), but a buyer may also acquire a "security interest" by
conplying with Article 9A of this title. Except as otherw se provided
in RCW 62A.2-505, the right of a seller or lessor of goods under
Article 2 or 2A of this title to retain or acquire possession of the
goods is not a "security interest,” but a seller or lessor may also
acquire a "security interest" by conplying with Article 9A of this
title. The retention or reservation of title by a seller of goods
notw t hstandi ng shipnment or delivery to the buyer ((€)) under RCW
62A. 2-401((})) is limted in effect to a reservation of a "security
interest." \Wether a transaction in_the form of a |lease creates a
((lease—o+)) "security interest” is determ ned ((bytheftacts—of—each
case——However——a—transaction—ereates —a—securt+ty—interest —H-—the
constderatton—the —lessee—+s—to—pay—the—lessor —for—the—rght—to
possesston—and—use—ol—the—goods—+s—an-—-oblgatt-ontor—thetermol—the
| ease not- subject to termnation by the lessee,-and:

o) T  ainal ¢ ¢ he | . | I I

o e g Y s

By —Fhe—tessee—t+s—bound —to—renew—the—tease—for—the—remratntng
economte—H-fe—ot—the—goods—er—+s—bound—te—becone—the—oawner—eft—the

ée}—Ihe—#essee—has—an—ep%+en—%e—%eﬂeM#%he—#ease—#e%—%he—+eﬁa+n+ng

ESHB 2197. SL p. 12
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d)—The—tesseehas—an—-optiontobeconre—the—owner—of thegoods—for
no—_additi I L d : or—norinal it I L d :
¥ o . I

h—TFhetessee—assurps—F+sk—oltoss—olthe goeds—er—agrees—to—pay
_ _ fitine ng . . : ’ .
er—Thetessee—has—an—optton—torenewthe tease—or—tobecorre—the
owner—ol—the—goods—
—has—an—option—torenewtheteaselFor—afHxed-—rent
I . _ _
rent for the use of the goods for the termof the renewal at the tine
I . . ;
e)—Thetesseehas—an—-optiontobeconre—the—owner—of thegoods—for
a—H-xed —pri-ece—that —i-s—equal-—to—or—greater—than—the —reasonably

to—renewthe tease—+s—grantedtothetesseethe rent+s—stated—to-be
the—fair—market—rent—for—the—use—of —the—goods—for—the—term-of—the
L . I I . I . . I : 1 e
when—the—option—to—becore—the—owner—of —the—goods—is—granted—to—the
determned—at—the —tire—the—option—+s—to—be—performed—Addi-+onal
g . . Cnal if it e | I he | , N

p. 13 ESHB 2197. SL
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goods— —are —to —be —determned —wth —reference —to—the —faets—and
. I . I . : L ; |
o) e I : I . :
ble i he __di I I I L I

' . I . Ly he i £ ad I . ¥
reasonabl e rate that takes into account the facts and circunstances of
each—ecase—at—the—trethetransaction—was—entered—+nto) ) pursuant to
RCW 62A. 1- 203

((38))) (36) "Send" in connection with ((any)) a witing, record,
or notice means._

(A) To deposit in the mail or deliver for transm ssion by any ot her
usual neans of comunication with postage or cost of transm ssion
provi ded for and properly addressed and, in the case of an instrunment,
to an address specified thereon or otherw se agreed, or if there be
none to any address reasonabl e under the circunstances((—Fhrereceipt
ef—aRy—wtinRg)) . or

(B) In any other way to cause to be received any record or notice
within the time ((at—whieh)) it would have arrived if properly sent
((has the effect of & proper sending)).

((39Y)) (37) "Signed" includes wusing any synbol executed or
adopted ((by—aparty)) wth present intention to ((auvthentteate)) adopt
or accept a writing.

((46))) (38) "State" neans_a_State of the United States, the
District of Colunbia, Puerto Rico, the United States Virgin Islands, or
any territory or insular possession subject to the jurisdiction of the
United States.

(39) "Surety" includes a guarantor or other secondary obligor.

({4 — “TFelegram- — includes — a — ressage — transmtted — by — radto—

| _ cable. hanical _met hod_of he Like.

42)) (40) "Ternt nmeans ((that)) a portion of an agreenent
((whieh)) that relates to a particular matter.

((43y)) (41) "Unauthorized((*)) signature” neans ((ere)) a
signature made wi thout actual, inplied, or apparent authority ((and)).
The termincludes a forgery.

((H44)—Valye—FExeept-—as—etherwse —provi-ded —w-th—respeet—to

ESHB 2197. SL p. 14
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whet her —or not a charge-back is provided for in the event of
G f i eult . ] on:

{b) as security for or in total or partial satisfaction of a

o Lai

&)t : ol L :
purehase—or

tdy —generatkby——tn—return—For —any —constderaton—sulHetlent—to
support a stnple contract.

£45))) (42) "Warehouse receipt" neans a ((reeetpt)) docunent of
title issued by a person engaged in the business of storing goods for
hire.

((46)r — “WHttenr~ —o+)) (43) "Witing" i ncl udes printing,
typewiting, or any other intentional reduction to tangible form
"Witten" has a correspondi ng neani ng.

Sec. 110. RCW 62A. 1-202 and 1965 ex.s. ¢ 157 s 1-202 are each
anmended to read as foll ows:

( ( PREVA — FACHE — EVI-DENCE — BY — THIFRD — PARTY — DOCUMENTS-) ) NOTI CE
KNONEDGE. ( (A docutrent-in due formpurporting to be a bill of-lading,
L L . | i cial  aher! ) |

oy __ Lar i ) __or—any—other—d B hori " or

. Ly I be_i W hird hall | .
e o = I .. I . L of the
stated+nthedocurent—bythethirdparty—)) (a) Subject to subsection

(f) of this section, a person has "notice" of a fact if the person:

(1) Has actual know edge of it;

(2) Has received a notice or notification of it; or

(3) Fromall the facts and circunstances known to the person at the
tine in question, has reason to know that it exists.

(b) — "Know edge" _ neans _ actual _ know edge. "Knows" _ has _a
correspondi hg neani ng.
(c) "Discover," "learn," or words of simlar_ inport refer to

knowl edge rather than to reason to know.

p. 15 ESHB 2197. SL
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(d) A person_"notifies" or_ "gives" a notice or_ notification to
anot her person by taking such steps as nmay be reasonably required to
informthe other person in ordinary course, whether or not the other
person actually cones to know of it.

(e) Subject to subsection (f) of this section, a person "receives"
a notice or notification when:

(1) It cones to that person's attention; or

(2) It _is_duly delivered in_a_form_reasonable_under the
ci rcunstances at the place of business through which the contract was
made or at _another location held out by that person as the place for
recei pt of such conmuni cati ons.

(f) Notice, know edge, or a notice or notification received by an
organi zation is effective for a particular transaction fromthe tine it
is_ brought to_the attention_of the_ individual conducting_ that
transaction and, in any event, fromthe tine it would have been brought
to the individual's attention if the organi zation had exerci sed due
diligence. An_organi zation_exercises_due_diligence if it naintains
reasonable routines for comunicating significant infornmation to the
person conducting_the transaction and _there is reasonable conpliance
with the routines. Due diligence does not require an individual acting
for the organization to conmmunicate information unless the
comunication_is_part of the individual's reqular_ duties or_ the
individual has reason to know of the transaction and that the

transaction would be materially affected by the information.

Sec. 111. RCW 62A.1-203 and 1965 ex.s. ¢ 157 s 1-203 are each
anmended to read as foll ows:

( ( BH-GAH-ON—OF—GOD—FAHH-)) LEASE_ DI STI NGUI SHED FROM SECURI TY
| NTEREST. ((EBvery contract or duty wthin this Title inposes an
ob+gatton—of —goed —fFatth—in—+ts—performance —or —enforcenent—) ) (a)
Whether a_transaction_in_the form of a |ease creates a_|ease_ or
security interest is determined by the facts of each case.

(b) A transaction in the form of a |ease creates a_ security
interest if the consideration that the Ilessee is to pay the | essor for
the right to possession and use of the goods is an obligation for the
termof the lease and is not subject totermnation by the | essee, and:
(1) The original termof the lease is equal to or greater than the

renai ni ng economc life of the goods;

ESHB 2197. SL p. 16
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(2) The lessee_is_bound to renew the |ease for_ the_renaining
economc |ife of the goods or is bound to_ becone_the owner_ of the
goods;

(3) The I essee has an option to renew the I ease for the renaining
economic life of the goods for_ no_ additional consideration_or_for
nonm nal additional consideration upon conpliance with the |ease
agreenent; or

(4) The |l essee has an option to becone the owner of the goods for
no_additional consideration or_ for_ nomnal additional consideration
upon conpliance with the | ease agreenent.

(c) Atransaction inthe formof a lease does not create a security
interest nerely because:

(1) The present value of the consideration the | essee is obligated
to pay the lessor for the right to possession and use of the goods is
substantially equal to or is greater than the fair market value of the

goods at the tine the lease is entered into;

(2) The lessee assunes risk of Ioss of the goods;

(3) The |l essee agrees to pay, with respect to the goods, taxes,
insurance, filing, recording, or registration fees, or service_ or
mai nt enance costs;

(4) The lessee_has an option to renew the | ease or to becone_the
owner of the goods;

(5) The lessee_has an option to renew the lease for a fixed rent
that is equal to or greater than the reasonably predictable fair market
rent for the use of the goods for the termof the renewal at the tine
the optionis to be perforned; or

(6) The | essee has an option to becone the owner of the goods for
a_fixed price_ that is_equal to_ or_ greater than_the_ reasonably
predictable fair market value of the goods at the tine the optionis to
be perf orned.

(d) Additional consideration is nomnal if it is less than the
| essee's_reasonably predictable cost_ of performng under_ the |ease
agreenent if the optionis not exercised. Additional considerationis
not nomnal if:

(1) When the option to renew the lease is granted to the |essee,
the rent is stated to be the fair nmarket rent for the use of the goods
for the termof the renewal determned at the tine the option is to be
perforned; or

p. 17 ESHB 2197. SL
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(2) When the option to becone the owner of the goods is granted to
the |l essee, the price is stated to be the fair nmarket value of the
goods determ ned at the tine the option is to be perforned.

(e) The "remaining_economc_ life of the goods" and_"reasonably
predictable" fair market rent, fair market value, or cost of performng
under the |ease agreenent nust be determned with reference to the
facts and circunstances at the tine the transaction is entered into.

Sec. 112. RCW 62A.1-204 and 1965 ex.s. ¢ 157 s 1-204 are each
anmended to read as foll ows:

( ( FH-ME-—REASONABLE —FHVE-—"SEASONABLY"—) ) VALUE. ( ( H-—Vhenever
H-s—FtHe—regures—any—actton—to—betaken—wthin—a—reasonable—t+re—
ay — H-e —whi-eh — +s — noet — an-estby —unreasonable —ray — be —Hxed — by
agreement .

2} W . N . : i . I I I

| e : I on.

3 . . | . Byt oL | i
Hre—tre—agreed—or—H-—po—tHre—s—agreed—at—or—within—a—reasonable
t+re—)) Except as otherwi se provided in Articles 3, 4, and 5 of this
title, a person gives value for rights if the person acquires them

(1) Inreturn for a binding commtnent to extend credit or for the
extension of inmmediately available credit, whether or not drawn upon
and_whether or_ not a_ charge-back is_provided for_ in_ the event of
difficulties in collection;

(2) As security for, or_in total or_ partial satisfaction of, a
preexisting claim

(3) By_ accepting_delivery under a_preexisting_ contract for
pur chase; or

(4) In return for any consideration sufficient to support a sinple
contract.

Sec. 113. RCW 62A.1-205 and 1965 ex.s. ¢ 157 s 1-205 are each
anmended to read as foll ows:

( ( COJIRSE — OF — PEALING— AND— USAGE —OF —TRABPE--)) REASONABLE  TI MVE;
SEASONABLENESS. (({H—A-——course—oefdealing—+s—asegquence—of—previous

I I I . eul : hich i fairl
to—be—regarded—as—estabH-shing—a—comon—basts—ef—understanding—for
. . hei . I I I _

ESHB 2197. SL p. 18
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s : o : hod_of _deali havi
sueh—regularty—of—oebservance —n—a—placer—vocation—or—trade—as—teo
faskkﬁy—an—e*pee%apken—Pha%—%%—m*##—be—ebse#ved—m&%h—#espee%—%e—%he

dealHng—er—usage—of—trade—shall—be—construed—wherever—reasenable—as
. o I her:t I I : . N
express—terns—control—both—course—ol—deabling—and—usage—ofl —trade—and
course of- dealing controls usage of trade.
5—An—apphtecable—usage—of trade—tn—the-place—where—any —part—ol

6)—kvi-dence—oft—a—relevant—usage—oftrade—offeredbyone—partyis
ot —adm-ssi-ble —unless—and—unti-b—he —has—given—the—other —party—such

. I T I o . I
Fatter—)) (&) Wether a tine for_ taking an action required by this

title is reasonabl e depends _on the nature, purpose, and circunstances
of the action.

(b) An action is taken seasonably if it is taken at or within the
tine agreed or, if notineis agreed, at or within a reasonable tine.

Sec. 114. RCWG62A 1-206 and 1995 ¢ 48 s 55 are each anended to
read as follows:

{ ( SFAFUFEOF —FRAUDS— FERKINDS —OF— PERSONAL—PROPERTY —NOT— OFHERW-SE
COVERED-)) PRESUMPTI ONS. (5 —EBExecept —tn—the—cases—deseribed —+n
suhsecton—2F—of —thi-s—section—a—contract—lFor—the—sale—ol—personal
property—is—not—enltorceable—by—way—of—acton—or—delense—beyond—Hve
Hrousand —dol-ars—n—arount —or—value —of —repedy—unless—there—ts—sonre

tHhe—parties—at—a—debined—or—stated—priece—reasonably—+dentiHes—the

p. 19 ESHB 2197. SL
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to—secur+ty—agreerents—(ROW62A-9-203)-)) Wienever this title creates
a "presunption” with respect to a fact, or provides that a fact is
"presuned,"” the trier of fact nust find the existence of the fact
unl ess and until evidence is introduced that supports a finding of its
nonexi st ence.

NEW SECTION.  Sec. 115. A new section is added to chapter 62A.1
RCW to be codified as RCW62A. 1-301, to read as fol |l ows:

TERRI TORI AL APPLI CABI LI TY; PARTIES POWNER TO CHOOSE APPLI CABLE LAW
(a) Except as otherwi se provided in this section, when a transaction
bears a reasonable relation to this state and al so to another state or
nation the parties may agree that the law either of this state or of
such other state or nation shall govern their rights and duti es.

(b) I'n the absence of an agreenent effective under subsection (a)
of this section, and except as provided in subsection (c) of this
section, this title applies to transactions bearing an appropriate
relation to this state.

(c) If one of the following provisions of this title specifies the
applicable law, that provision governs and a contrary agreenent is
effective only to the extent permtted by the | aw so specified:

(1) RCWG62A. 2-402;

(2) RCWG62A. 2A-105 and 62A. 2A- 106;

(3) RCWG62A. 4-102;

(4) RCWG62A. 4A-507;

(5) RCWG62A. 5-116;

(6) RCWG62A. 8-110;

(7) RCWG62A. 9A-301 t hrough 62A. 9A- 307.

NEW SECTION.  Sec. 116. A new section is added to chapter 62A.1
RCW to be codified as RCW62A. 1-302, to read as fol | ows:

VARI ATI ON BY AGREEMENT. (a) Except as otherwise provided in
subsection (b) of this section or elsewhere in this title, the effect
of provisions of this title may be varied by agreenent.

ESHB 2197. SL p. 20
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(b) The obligations of good faith, diligence, reasonabl eness, and
care prescribed by this title may not be disclainmed by agreenent. The
parties, by agreenent, nmy determne the standards by which the
performnce of those obligations is to be neasured if those standards
are not manifestly unreasonable. Whenever this title requires an
action to be taken within a reasonable tine, a tine that is not
mani festly unreasonabl e may be fi xed by agreenent.

(c) The presence in certain provisions of this title of the phrase
"unl ess otherw se agreed,"” or words of simlar inport, does not inply
that the effect of other provisions nmay not be varied by agreenent
under this section.

NEW SECTION.  Sec. 117. A new section is added to chapter 62A.1
RCW to be codified as RCW62A. 1-303, to read as fol |l ows:

COURSE OF PERFORMANCE, COURSE OF DEALI NG AND USAGE OF TRADE. (a)
A "course of performance"” is a sequence of conduct between the parties
to a particular transaction that exists if:

(1) The agreenent of the parties with respect to the transaction
i nvol ves repeated occasions for performance by a party; and

(2) The other party, wth knowedge of the nature of the
performance and opportunity for objection to it, accepts the
performance or acquiesces in it w thout objection.

(b) A "course of dealing" is a sequence of conduct concerning
previ ous transactions between the parties to a particular transaction
that is fairly to be regarded as establishing a comon basis of
understanding for interpreting their expressions and ot her conduct.

(c) A "usage of trade" is any practice or nethod of dealing having
such regularity of observance in a place, vocation, or trade as to

justify an expectation that it wll be observed with respect to the
transaction in question. The existence and scope of such a usage nust
be proved as facts. |If it is established that such a usage i s enbodi ed

in a trade code or simlar record, the interpretation of the record is
a question of | aw

(d) A course of performance or course of dealing between the
parties or usage of trade in the vocation or trade in which they are
engaged or of which they are or should be aware is relevant in
ascertaining the neaning of the parties' agreenment, may give particul ar
meaning to specific ternms of the agreenent, and may supplenent or

p. 21 ESHB 2197. SL
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qualify the terns of the agreenent. A usage of trade applicable in the
pl ace in which part of the performance under the agreenent is to occur
may be so utilized as to that part of the performance.

(e) Except as otherw se provided in subsection (f) of this section,
the express terns of an agreenment and any applicable course of
performance, course of dealing, or usage of trade nust be construed
whenever reasonable as consistent wth each other. If such a